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The Hong Kong jewellery industry has been growing
tremendously for the past ten years. It can be verified by
the extraordinary increase in the number of establishments
and persons engaged in the industry, as well as the export
value, which is the most significant and accepted criterion
for evaluating the performance of a manufacturing industry.
However, both enormous increases were believed to be
stimulated mainly by the tremendous export growth, rather
than by the local market.
The product lines for the export market are
primarily precious and semi-precious stone jewellery which
are well-recognized to be of high quality and competitive
price, while for the local market, since the Chinese have
valued the worth of gold for thousands of years, the main
product line is 'Chuk-kam' jewellery.
The GDP of Hong Kong is the second highest among
Asian countries. People nowadays have a higher living
standard and greater purchasing power moreover, the
2continuing increase of working women has resulted in a high
proportion of those with the ability to purchase luxuries,
such as jewellery. The huge market potential can be proved
by the above reasons, along with some other environmental
factors. It is believed there is still much room for
further development in the local fine jewellery market.
In this research, a marketing analysis will be
conducted of the fine jewellery industry to identify the
opportunities and threats which exist in the
macroenvironment and market place, to distinguish the
competitiveness of the industry, to find out the key issues
which impede market growth, and finally, to develop the
appropriate strategies for the industry.
Readers should notice that the whole analysis will
be from the perspective of a large size fine Jewellery
manufacturers since they are more likely to be the
influencers in the industry and have the abilities to
implement the recommended strategies. Moreover, although
the local market comprises the local customer segment and
the overseas tourist segment. Only the local customer
segment will be considered in this analysis. This is due to
the fact that the tourist segment accounts for a smaller
portion of local sales and usually, the tourists are brought
in the shops by tourist guides who will get a commission
from the jewellers.
3In this research paper, the analytical framework
will be based on George S. Day's marketing analysis model.
A. Environmental Analysis
Both the macroenvironment and industry environment
will be examined. The first part will look into- the
regulatory, economic, technological, and societal factors
in Hong Kong and relevant overseas countries. In the
second part, the market potential, customer behavior,
segmentation, suppliers, distributors, price trend and
demand sensitivity will be discussed.
B. Competitor Analysis
Direct competitors, potential competitors and
substitute products will be discussed. Emphasis will be
placed on substitute products since they have more
impact on the sales of fine jewellery.
C. Resources and Competencies
In this section, I will discuss whether the
industry has the ability to get raw materials, design,
market, manage and finance the necessary operation.
D. Opportunities and Threats
From the first two sections, the opportunities and
threats encountered by the whole industry will be
identified.
4E. Strengths and Weaknesses
The strengths and weaknesses of large jewellery
manufacturing companies will be highlighted by sections B
and C.
F. Key Issues
From section D and E, the key issues should be
obvious. These are the areas which impede market
development and need to be solved in order to increase
the local sales.
G. Recommended Strategies
Alternative strategies will be developed and
evaluated to solve the key issues mentioned above.
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In earlier years, the industry was mainly geared
towards retail sales locally. However, export business
began to grow faster in the 1970s. During the period from
1971 until the present, the export value has doubled every
five years. In 1971, the domestic export value was HK$
216.5 million, while in 1988, the domestic export value was
HK$6,229 million, increased 29 times. (Appendix 2).
Exports of jewellery have accounted for more than half of
the local jewellery output. According to the latest
available statistics for comparison (1987), Hong Kong was
ranked as the fifth largest exporter of precious metal
jewellery (after Italy, the United Kingdom, Switzerland, and
F. R. Germany), and the number one exporter of costume
jewellery in the world.
Although the industry has been growing very fast,
it has not changed its structure or characteristics
considerably over the years. In the early stage, small
family workshops engaging mainly in subcontract work were
predominant. Manufacturing processes were extremely labor-
7intensive and craftsmen were required to perform a variety
of tasks. Since 1970, the jewellery industry has expanded
employment. curing the period 1970-78, increases in number
of establishments and employment were recorded at average
annual rates of 24% and 19%, respectively. The numbers
continued to increase and as of September 1988, there were
970 jewellery manufacturing establishments in Hong Kong,
employing 15,119 persons. As with most industries in Hong
Kong, the jewellery industry is dominated by small scale
establishments. Small factories manned by less than 20
workers account for 84% of the total number of
establishments. Medium size factories of 20-99 workers took
up 14% of the total number of establishments. There were 20
large establishments employing over 100 workers, of which
the seven largest establishments had over 200 employees.
It was estimated that these seven large establishments
collectively account for about one-fifth of the total
industry workforce. Most of the small-to-medium size
factories are engaged mainly in subcontract work for larger
manufacturers (Appendix 4).
For the local market, the main product line is
'Chuk-kam' jewellery (or 24 carat gold jewellery). Designs
are mainly traditional, carved with dragon, phoenix and even
double happiness patterns. In recent years, local
jewellery manufacturers have set out to give 'Chuk-kam'
8jewellery a new image, and to bring it into line with
contemporary fashion by introducing innovative designs. The
array of items includes rings, necklaces, bracelets,
bangles, pendants, earrings and medallions. The export
market, however, the industry concentrates on precious or
fine jewellery, and the most popular product category is
gem-set jewellery which accounted for 56.3% of the total
domestic export value (Appendix 3). The array of items is
much wider, as compared with 'Chuk-kam' jewellery, which
includes rings, earrings, necklaces, bracelets, pendants,
bangles, brooches, beads, chokers, cuff-links, tie-pins,
tie-clips and collar bars, all these products are mainly
made of precious or semi-precious stone, seldom made of
'Chuk-kam'. And because of the nature of 24 carat gold,
which is softer than 14-K or 18-K gold, the design variety
is much less than that of precious and semi-precious stone
jewellery.
It was mentioned before that the local market
consists of the local customer segment and the overseas
tourist segment. Jewellers have a common practice when
dealing with the overseas tourist segment. i.e.: 75-80% of
tourist buyers are brought in by travel agencies and the
agencies get commissions. It may be the most effective way
to create sales with the least cost. All the jewellers need




In order to get enough information for the
analysis in sections A, B and C, three steps were adopted.
The first step was secondary data research.
Previous research reports conducted by the Hong Kong Trade
Development Council and related articles in magazines, such
as Hong Kong Jewellery, Jewellery News Asia, newspaper and
journals were examined and analyzed. Trade statistics, such
as import, export, and re-export figures were gathered from
the Hong Kong Statistics Department.
The second step was to acquire opinions and
information through personal and telephone interviews with
staff from top management as well as from retail outlets of
local jewellery companies. Personal interviews were
arranged with Mr. Parker of Parker's Jewellery, Mr. S.H.
Chow, Associate Director-Local sales, Mr. Jack Pau,
Advertising PR Manager, and Mr. Charlie Leung, Sales
Manager of Tse Sui Luen Jewellery Company, Telephone
interview with Miss Leung of Henry Jewellery. The opinions
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acquired could serve not only as references for the research
paper, but also acted as an exploratory survey for the
design of the questionnaire mentioned later. (Appendix 1A).
The third step was a questionnaire survey among
the general public in Hong Kong. Target respondents are
defined as all types of people, but preferably over eighteen
years of age. (This is based on the assumption that people
over eighteen are more likely to purchase or receive fine
jewellery). Convenience sampling will be used. Five
hundred sets of questionnaire were distributed and the
return rate was lightly over 40%. 211 usable questionnaires
were collected. In order to get a higher return rate of
questionnaire, a designed distribution process was used. A
number of industries and institutes such as banking,
property, trading, manufacturing, collage and hospital were
selected, and then, in each industry, two companies were
selected at random. Twenty sets of questionnaire were given
to the personnel or other departments and they were
responsible for passing out the questionnaires among their
staff. Other organizations, such as beauty salons, and
painting studios, were also selected for the purpose of
including housewives and a wider variety of people with
different occupations. All questionnaires will be collected
one week after distribution.
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The questionnaire design was based upon the
information and opinions acquired from the personal and
telephone interviews, focus groups selected from fine
jewellery buyers and non-buyers and my own assumptions. A
pilot study was conducted before launching the large scale
survey.
The questionnaire is divided into two parts. The
first part asked what types and price ranges of jewellery
did they buy, what are the purposes for buying fine
jewellery, the reasons for not buying, opinions about using
fine jewellery as present, and the importance of different
criteria when choosing fine jewellery. For the last
question, balanced four-point scales are used for
respondents to indicate the level of importance for each
criterion. An even-numbered scale is used to force a
choice, i.e. prevent respondents from giving any neutral
answers. The second part is used to solicit classification
data (Appendix 1B).
From the result, most of the respondents were
female, and the more than half of the respondents fell in
the age group from 25-34 and were married with no child.
12
The following tables summarize the characteristics of
respondents:




n r%Missing Case 1
Total 211 100.0
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Table 7- Classify by Ways of Spending Disposable Income
Frequency Percent
VPcYes No No
Travelling 148 62 70.1 29.4
Clothing 152 59 72.0 28.0
Cosmetics 76 135 36. 0 64.0
Sound Equipment 19 192 9.0 91.0
Photographic Equipment 18 193 8.5 91.5
Saving 144 67 68.2 31.8
Investment 104 107 49.3 50.7




The environmental analysis are based on secondary
data gathered from the Hong Kong Statistics Department, the




The free port status of Hong Kong makes it an
ideal location for setting up a jewellery manufacturing
base. Hong Kong has no import duty or sales tax levied
on diamonds, gems and precious metals. It is therefore
possible for Hong Kong, endowed with neither precious
metals nor gemstones, to import any materials required
from any sources at competitive prices. The
Government is now assessing the feasibility of importing
labor from other countries, including Mainland China.
This is a way to solve the labor shortage problem, and
the wages of imported labor will be similar to the
current wages of Hong Kong labor. However, we have to
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consiaer zne level of crattmanship of imported labor.
The Hong Kong Government enacted the 'Gold
Marking Order' and 'Platinum Marking Order' which
guarantee the quality of 24 carat gold and platinum.
Both orders can enhance the image of Hong Kong-made
jewellery and increase the customers' confidence in
purchasing locally-made fine jewellery.
Even though some large companies, such as Hong
Kong Land, have been influenced by the 1997 issue and
have moved away from Hong Kong, the jewellery industry is
still unaffected. To date, no jewellery manufacturer has
moved its operations away from Hong Kong, perhaps due to
the availability of skilled labor.
B. Economic
The GDP of Hong Kong is the second highest in
Asian Countries, and the economy has been growing
steadily. The unemployment rate is low and people have
high purchasing power.
C. Technoloqical
Although large manufacturing companies use
automation, manufacturing processes are still highly
labor-intensive. Lost wax production facilities can
reduce the production time and complexity. Advanced
17
production technologies can be employed to facilitate
mass production.
The local jewellery industry is also characterized
by the subcontracting system. In general, sub-contract
work includes mould making, precision casting,
gemsetting, polishing, and electroplating.
D. Societal
The female population has been increasing year by
year (Appendix 5). The continuing increase of working
women has reformed the customer base in various
industries. Many women nowadays have their own
disposable income: they can buy whatever they want. From
figures given by the Census and Statistics Department,
the number of working female aged 25-39 has increased
most significantly (Appendix 6).
Household size is getting smaller: parents with
two children are the most common family size. This kind
of nuclear family has been increasing recently.
Moreover, the number of single person has increased as
well (Appendix 7).
On the other hand, the average household income
has been increasing. Households with income below
HK$3,000 have decreased significantly, and those with
household income more than HK$6,000 have increased by
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more than two fold since 1981. The number of households
with household income above HK$15,000 has increased most
significantly, more than four times the number in 1981
(Appendix 8).
A Decrease in household size and increase in
household income may imply that the average quality of
life has been upgraded. Those means people will be more
concerned about their living standard and are more
willing to spend money on things other than necessities.
In recent years, the labor shortage problem has
struck all sorts of manufacturing and even service
industries. The jewellery industry cannot remain exempt
from it either. Both the production and sales sections
lack skilled and unskilled labor.
'The end of the world' thought prevails in this
society. People, especially those have no ability or
intention to emigrate, nowadays usually have no tendency
to save money. Some say that it is due to the 1997
issue: people have uncertainty about the future.
Therefore, they use all their disposable income for
travelling, entertainment, and whatever.
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E. Environmental Factors in Overseas Countries
Major overseas markets of the Hong Kong jewellery
industry are the United States, Japan, and EEC. The
environmental factors in those countries may also have
an impact on the development of the industry.
Generally speaking, the overall political and
economic situations in the United States, Japan, and EEC
are quite stable. People have high living standards and
high purchasing power. The number of women, the
principal purchasers of jewellery, has increased. For
instance, in the United States, the number of women
between the ages of 18 and 35 rose 31.5% between 1972 and
1985. Moreover, a large number of women entered the
workforce. In the U.S., nearly 55% of women were working
in 1985, compared to 43.3% in 1972. Approximately 40% of
these women annually buy jewellery for themselves, double
the rate for non-working women.
The strong Japanese and EEC currencies vis-a-vis
Hong Kong has encouraged the export business of the
jewellery industry. The weakening of the U.S. dollar
relative to foreign currencies does not appear to have
significantly slowed the growth rate of jewellery imports
into the United States.
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The decision of the U. S. Government to call an
end to GSP treatment altogether to the four newly
industrializing countries (NICs) beginning from 2nd
January 1989 will have little impact on jewellery exports
to the U.S., as almost all precious metal and costume
jewellery categories from Hong Kong had previously been
exempted from such preferences.
The abolition of the 15% commodity tax on goods
retailing over 37,500 yen, beginning in April 1989, will
certainly stimulate the sales of luxury goods like
jewellery. The Japanese market thus appears highly
favorable for Hong Kong's jewellery exporters.
In recent years, some Asian countries like Taiwan
and Korea have been more receptive to imports, thereby
providing greater opportunities for overseas jewellery
suppliers. Since February 1988, Taiwan has reduced its
import tariff on jewellery from 45% to 15%. South Korea
also liberalized its imports of most jewellery items in
July 1988 and has been gradually reducing duties on
jewellery.
21
In the U.S., Japan and EEC, labor costs, labor
availability and all other material costs are very
unfavorable as compared with Hong Kong. Therefore, the
production costs of jewellery are much higher in such
overseas countries.
22
IV.ii MARKET/ INDUSTRY ENVIRONMENT
A. Market Size
Since there is no secondary data available about
the actual purchase of jewellery by local customers,
estimates have been made using other related secondary
data.
The estimated market size was HK$3,115 million.
Readers are reminded that the market is defined as the
local customer market only. The market size here means
the total local sales minus the sales generated by
overseas tourists. Also, the actual market size should
be somewhat less than the calculated amount, HK$3,115
million this because the domestic exports of jewellery
(SITC 897) includes all sorts of jewellery, such as
metal watch bands, imitation jewellery, and goldsmiths'
or silversmiths' wares of silver, which are not under
consideration here.
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The calculation is as follows:-
1. The total jewellery output in 1988 was HK$10,382
million.
(HK$10,382 million x 0.60= HK$6,229)
2. Domestic exports of jewellery (SITC 897) in 1988 was
Hk$6,229 million.
(Source: Hong Kong Trade Statistics)
3. Local sales in 1988 totaled HK$4,153 million.
(HK$10,382 x 0.40= HK$4,153 million)
4. About 75% of the local sales are generated by the local
customer segment.
(Source: information from jewellery retailers)
The size of the local customer market was:
HK$4,153 million x 0.75= HK$3,115 million
24
B. Market Potential
Certain assumptions have been made in estimating the
market potential.
Assumptions:
1. Assume all jewellery sales are initiated by females
only.
2. Sales created by females aged 25-39 tends to be
double that created by other age groups.
3. Only those females aged 20-65 will be discussed.
It is difficult to estimate the market potential
since there are no previous surveys to point out the
possible jewellery purchases of various customers.
However, it is believed that the market potential should
be considerable this can be supported by the following
reasons:
1. The number of women has increased.
2. More women participate in the workforce.
3. The purchasing power of women is much higher now.
4. All jewellery types, except 'Chuk-kam' jewellery,
have great potential because the market has not yet
been well-penetrated, for example, semi-precious stone
jewellery is still in the growth, or even the
introducing, stage of the product life cycle.
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C. Customer Behavior
In this section, customer behavior is discussed,
based on the results of the questionnaire survey.
Although the customer base seems quite large, the
number of actual purchasers is quite limited, or the
quantity they buy is very small (Appendices 9 10).
The Chinese still value the worth of gold very much and
think that gold is the best thing to reserve wealth
therefore, 'Chuk-kam' jewellery is the most popular among
various types of jewellery (Appendix 11). Since gold has
long been valued, people like to use 'Chuk-kam' jewellery
for gift-giving. Just as in the clothing industry,
people are less likely to purchase tailor-made products
because you have to wait a certain amount of time and you
may not sure if the quality will meet your requirement.
You have to take a certain degree of risk if you buy
tailor-made products (Appendix 12).
Fine jewellery belongs to the class of luxury
goods in general, the main reason for not buying fine
jewellery is because it is too expensive (Appendix 13).
And it is understandable that the consumption of lower
priced products exceeds that of higher priced ones
(Appendix 14).
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Among all the criteria for choosing fine
jewellery, the respondents ranked price, design of the
jewellery, and quality as most important. Wealth
reservation, fashionable style reputation of jewellery
shop, possibility of reselling, and presence of
certificate for the jewellery are less important
friends' recommendations, advertisements and the logo of
the jewellery shop are not important to most people
(Appendix 15). Actually, the purposes for buying fine
jewellery, the reasons for not buying it and the criteria
for choosing fine jewellery are more or less the same for
everyone. According to the results of the questionnaire
survey, there is almost no significant difference between
buyers and non-buyers or heavy users and non-heavy users
with respect to individual items.
Between the buyers non-buyers, and heavy-users
and light-users, some differences have been found:
1. Non-buyers do not think that they have many
chances to wear fine jewellery (Appendix 16, 17,
18). That means they do not realize the needs for
fine jewellery.
2. From the findings of the questionnaire su vty, _LL.
is found that non-buyers care whether the jewellery
can be resell while the buyers do not care about this.
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(Appendix 19). Actually, according to various
jewellers' input, customers seldom resell their
jewellery this criterion is similar to the nature of
,'nsurance': they do not really want it. Non-buyers
ranked this criterion important simply because they do
not have the experience, i.e., it is a form of
misconception.
3. Buyers did not consider friends' recommendations,
advertisements and the certificates of jewellery to be
important, but non-buyers thought otherwise
(Appendices 20, 21 22). We can say that it is
because the non-buyers lack product knowledge and that
is why they want to seek some product information
before the purchase, as well as a guarantee of the
jewellery. Since fine jewellery is a high-priced
product, consumers are undertaking risks to buy it.
Of course, if they have more product knowledge or some
sort of guarantee, the risk will be lower. For
buyers, since they have experience in choosing fine




By observation, the market is segmented by product
line and by geographic area.
The product lines are categorized by materials,
such as 'Chuk-kam' jewellery, precious stone jewellery,
semi-precious stone jewellery, jade jewellery and pearl
jewellery, etc. And so the market is segmented according
to the type of jewellery being bought by the customer.
The other segmentation approach is by geographic
area. For instance, outlets in Tsim Sha Shui mainly
cater to tourists, while those in middle class
residential areas such as Wong Tai Sin cater to middle-
aged to older women. They are usually very likely to buy
'Chuk-kam' jewellery only.
E. Suppliers
All sorts of precious stones are imported from
foreign countries at relatively low prices. Generally,
suppliers are located in less developed countries, but it
depends on the materials, (e.g. diamonds from Israel,
Belgium and India, Sapphires and rubies from Thailand,
emeralds from India, Colombia and Israel, pearls from
Japan and the PRC, and green jade from Burma and the
PRC).
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Since the Hong Kong jewellery industry is a major
buyer of precious and semi-precious stones in the
international market, its bargaining power is pretty
high.
F. Distributors
Small size jewellery shops are categorized into
two types. The first type primarily sells 'Chuk-kam'
jewellery usually, the locations are in middle class
residential areas. The other type sells precious and
semi-precious stone jewellery, and are usually located in
tourist areas, such as Tsim Sha Tsui and Causeway Bay.
Target markets are tourists and some 'old' local
customers. Products may be tailor-made for local
customers upon request. Nearly all these jewellery shops
are self-owned and operated by 2 to 3 salespersons and,
at most, 10 to 20 workers for production.
Some large jewellery shops, such as Henry Jewelry,
Larry Jewellery and J's, are also located in busy
commercial areas, like Central and Tsim Sha Tsui. This
kind of jewellery mainly caters to tourists and the high-
end local market. They sell mostly precious stone
jewellery and emphasize high standard design. These
jewellery shops are operated by a larger number of
salespersons and workers.
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The 'chain' type of jewellery shops like Tse Shui
Luen Jewellery, Chow Tai Fook Jewellery, and Chow Sang
Sang Jewellery, usually have more than fifteen outlets
allocated in different kinds of -areas, including
commercial and residential areas, high class, and middle
class areas.
Both 'chuk-kam' jewellery and precious stone
jewellery will be carried in these jewellery shops. Some
outlets may sell jewellery watches as well. Usually,
these jewellery companies will be involved in both export
and local markets. Mass production methods will be
employed.
G. Price Trends
The retail prices of fine jewellery are highly
cost-oriented, unlike the overseas jewellers who will
put a very high cost on design. The mark-up of jewellery
is very low in Hong Kong, usually it is around 15 to 20%.
All except 'Chuk-kam' jewellery which will sell at the
listing price, most local customers will ask for a





For precious and semi-precious stone jewellery
categories, the main direct competitors are foreign brand
names, such as Cartier however, this kind of jewellery
caters to the high-end market only they do not have much
impact on the middle to low-end markets. Medium and
small size jewellery shops are also direct competitors in
these product categories.
For 'Chuk-kam' jewellery, direct competitors are
those smaller size carat gold jewellery shops. They are
considered smaller, in terms of the number of
production workers only, rather than the size of the
jewellery outlets. Most of these jewellery shops sell
only 'Chuk-kam' jewellery and goldsmiths' wares, but do
not carry any precious stone jewellery.
32
B. Potential Competitors
Thailand is the major competitor for the Hong Kong
jewellery industry however, it does not import much
jewellery to Hong Kong. It has a similar competitive
advantage as Hong Kong, i.e. low labor cost and ample
labor force available moreover, it has precious
stones in its own country. Therefore, it is very likely
to offer its jewellery at competitive prices. And it is
possible that it may export its products to Hong Kong one
day.
C. Substitute Products
This is the most important consideration in the
competitor analysis. Costume jewellery is welcomed by
most females This is because it is fashionable, of high
quality and much cheaper than fine jewellery. Both
imported and locally-made costume jewellery have a great
impact on the fine jewellery market. Moreover, some
internationally famous brand names, such as Nina Ricci,
Celine, etc., are sold at very low prices, say HK$200 for
a pair of large sapphire earrings, when a pair of genuine




A. ADilizy -co uesign
There is no doubt that Hong Kong jewellery is
gaining growing international recognition for quality
design. The high standard of design can now compete with
high-priced European-made jewellery. In recent years,
Hong Kong designers have gained international
appreciation, as evident in the many awards won by local
designers in Switzerland and Japan. For instance, in
1986, Hong Kong won two awards on choker jewellery in the
prestigious Diamonds- International Awards sponsored by
De Beers. This reflects the fact that Hong Kong designs
are up to the international standards in originality,
creativity and fashion sense.
B. Ability to Produce
Because of the availability of highly skilled and
productive labor, it is possible for the factories to
hand-make products with sophisticated designs. The labor
cost, considering their skill, is quite low.
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Mass production of jewellery products can be
achieved in large establishments which have installed
lost wax production facilities. Automation by large
manufacturing companies also facilitates the production
processes.
C. Ability to Market
Only large jewellery companies are involved in
marketing activities. It is a common phenomenon that
most large companies put emphasis only on the export
markets. They participate in many exhibitions or trade
fairs all over the world every year. However, marketing
activities for the local market are very limited. Some
companies do have advertisements on TV, radio,
newspapers, and magazines, but most of them are in a
pretty low profile and are not well-designed.
D. Ability to Finance
Most large jewellery companies have a pretty good
financial status. Some of them are holding companies,
and are involved in various industries. And since the
export market is so prosperous, a large portion of income
is generated by this segment.
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E. Ability to Manage
Most international jewellery companies in Hong
Kong are dealing with the export market only, those
involved with the local market are of Hong Kong origin.
The top management of these companies are all Chinese.
The management philosophy is very 'Chinese', i.e. the
delegation among levels is quite limited, and top
management tends to make every decision. Contemporary





In the course of this study, we find that there
are opportunities and threats in this industry. In the
following, the more important opportunities and threats are
outlined:
In the following summaries,+ denotes
opportunities, o denotes neutral effect, and- denotes
threats.
+ Jewellery manufacturers can obtain all sorts of raw
materials at competitive prices. There are import duties
on these kinds of products in Hong Kong.
+ High bargaining power over suppliers.
+ Highly skilled workmen available in the industry.
+ Hong Kong Government is considering import labor from
other countries, chiefly from Mainland China. This can
improve the labor shortage problem.
+ More institutions, including Hong Kong Vocational Training
Council, Hong Kong Polytechnic, and the Lee Wai Lee
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Technical Institute, offer various jewellery training and
design courses in order to increase the number of skilled
labor.
The Hong Kong economy is booming steadily, and people have
high purchasing power.
The female population has been increasing, and females
aged 20 to 39, who are believed to be the principal buyers
of fine jewellery, account for 40% of the total female
population.
More females participate in the work force, thus
increasing the number of qualified buyers.
Great market potential.
The quality of living has been upgraded among the general
public. Commodities other than necessities are becoming
in demand.
People tend to reduce the amount of savings, and this
increases the discretionary income.
Not much competition for larger jewellery manufacturers.
'Chuk-kam' jewellery is the most popular type of
jewellery for gift-giving.
Keen competition among larger jewellery manufacturers.
Costume jewellery may replace fine jewellery.
Low margin for local-made jewellery.
Export market is prosperous and the export value is sky-
rocketing. The local jewellers may pay less attention or
allocate fewer resources for the local market.
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The current market size is not encouraging.
'Chuk-kam' jewellery represents two-third of the local
consumption. However, it is believed that the 'Chuk-kam'
jewellery segment is becoming saturated.
No strong needs for fine jewellery among the public.
Semi-precious stone jewellery is not popular at all in
Hong Kong.
Product knowledge among potential customers is low.





The previous sections reveal that Hong Kong's
jewellery industry has its own strengths and weaknesses that
should be noted. We shall outline them in the following:
High standard design recognized internationally by
overseas countries.
Larger jewellery manufacturers can attract more skilled or
unskilled workers.
Total control over distribution outlets.
Emphasis on 'Chuk-kam' jewellery, mainly for the local
market.
Less attention is paid to the local market.
Weak in marketing.




All the environmental factors suggest that the
market potential is encouraging, but the market size is
relatively small. The key issues are:
1. Low Awareness of the Need for Fine Jewellery
It can be inferred from the questionnaire survey
that the most significant difference between buyers and non-
buyers is that non-buyers do not think they have many
chances to wear the jewellery. Do they really have no
chances to wear it? Of course not there is a
misconception that fine jewellery is not a necessary or
desired item for nice appearance. They think that fine
jewellery is a plus, but not a must. Some females are
willing to pay a thousand Hong Kong dollars for a dress, but
why not a diamond ring? The main reason is that they
believe the dress improves their appearance, but the diamond
ring has little impact.
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2. Low Product Knowledge
Product knowledge is low among customers except
in the case of 'Chuk-kam' jewellery, it is difficult for
light buyers to determine whether the fine jewellery is
genuine. That may be one of the reasons why people tend to
buy 'Chuk-kam' jewellery. The products are high priced, and
the uncertainty creates a barrier even for those who have
the ability to buy. Consumer risk always exists for high
priced products. Besides the financial risk, there are some
other risks as well. For instance, people do not want to be
viewed as ignorant, they do not want to be laughed at
others. Therefore, the higher the price of the jewellery,
the higher the risk.
Regarding the two key issues mentioned above, twc
objectives are set.
1. Arouse the need for fine jewellery.




Advertising is the best way to arouse the general
public's needs. However, advertisements must be carefully
designed. The advertising theme should emphasize the
benefits of wearing fine jewellery rather than just
advertise the products. No matter how beautiful the product
is, it is useless if people do not have the need. The
purpose is to stimulate the desire, and then encourage
existing customers to buy more and non-buyers to start to
buy.
What sorts of benefits can fine jewellery provide?
Fine jewellery may be used to fulfill psychological needs.
Similar to cosmetics and famous brand name clothing, wearing
fine jewellery gives you confidence. The implications
behind wearing fine jewellery is to reflect one's taste.
Wearing a well-designed price of fine jewellery which
matches the appropriate occasion can indicate your high
standard of individual taste.
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The advertising campaign must. be designed very
carefully. The first thing which must be borne in mind is
that they are going to advertise the benefits of wearing
jewellery rather than the designs of the fine jewellery
itself. The unique attribute of fine jewellery is that it
can reflect your individual taste.
Regarding the media strategy, television
commercials are recommended. Previous researches have been
conducted and point out that in Hong Kong, TV commercials
have the greatest influence on people. It may cost more,
but it is worth its value. You are now launching a new idea
to the general public, so the message must be able to reach
the greatest number of people and impact the potential
customers most significantly. Magazines and newspapers
should just play a supporting role. Similar to the function
of magazine and newspaper advertisements, billboards can
also be used in public areas to let people associate back to
the TV commercials. Various versions of TV commercials can
be designed to give people the impression that different
occasions should match with different types of styles of
jewellery. This can increase the potential sale quantities.
A soft approach in the TV advertisement is recommended.
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The jewellery manufacturers should undertake
proactive strategies to attract potential customers to walk
into the outlets rather than just wait until they really
need to buy one and enter the shop. If you give enough
product information to potential customers in advance, they
will have some general ideas and understanding about various
types of jewellery and they will believe that they have the
ability to distinguish the quality of the jewellery. Thus,
the risks will be lower, and traffic to the jewellery shops
must be increased at a certain pace. This can also raise
the level of potential sales.
Many things can be done to achieve the above
objective. TV advertisement is not appropriate in this
case. The time is short and it is impossible to deliver a
detailed message to the audience. Publicity can be applied.
Use the influencing power of newspapers and magazines,
selecting those with the image of high credibility. Try to
use press releases, which are more convincing than
advertisements. If this is not impossible, the
advertisement should be designed similar to a press release.
The purpose of the message is to educate potential customers
how to differentiate high quality and low quality jewellery.
'Gold Marking Order' and 'Platinum Marking order' should be
explained to everyone in order to give them confidence in
purchasing those kinds of products. Moreover, a softer
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approach may also be employed. Every kind of precious or
semi-precious stone may represent a unique character
jewellers can use this as a theme for the advertisement to
arouse potential customers' interest. And those who think
they have a similar character or aspire to have that kind of
character will be very likely to buy it. Diamond, rubies,
etc., are already quite accepted by some existing qualified
customers, so precious stone jewellery is a very suitable
alternative. Furthermore, as the 'Chuk-kam' jewellery
market becomes saturated, jewellers either have to revive
the product life cycle of 'Chuk-kam' jewellery or promote
other sorts of jewellery. 'Chuk-kam' jewellery is the cash
cow of the entire jewellery industry, but it is going to
fade out if no other strategic actions are taken. Jewellers
must devoted their attention to pushing other types of
jewellery to become cash cows, or the whole industry may be
influenced when the existing cash cow dies. As mentioned
above, jewellers can also revive the product life cycle of
'Chuk-kam' jewellery for instance, jewellers can give a new
image to this category. They should emphasize fashionable
design of 'Chuk-kam' jewellery and stay away from the old
and traditional designs and image. Actually, jewellers have
been trying to do this. However, since the retail price is
linked to the listing price of pure gold, and the products
are usually chokers and bangles, they are pretty heavy and,
expensive thus it is difficult to attract budget buyers.
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Direct mail, brochures, and exhibitions may also
fulfill the objective. The advertisers should try to give a
certain degree of product knowledge before consumers really
have the need to make the purchase.
The above mentioned strategies must be well
monitored to assure the desired results. Without sound




From the previous analysis, it can be concluded
that since the potential customers have low awareness and
not much needs for fine jewellery, the Hong Kong jewellers
should advertise the generic products rather than any
specific brand name. The advertisement should use a soft
approach to arouse the potential customers' needs and the
theme of the advertisement should be placed on the benefits
of fine jewellery rather than the product itself. TV
commercial will be the most suitable media.
To increase the product knowledge among the
general public. The jewellers should provide potential
customers with product knowledge before they have the
intention to buy fine jewellery. That means, jewellers
should use proactive strategies to attract potential





Since many jewellers had had to prepare for the
international and local jewellery exhibition, they were not
very willing to be interviewed. Only one large jewellery
manufacturer had been interviewed finally. Therefore, the
opinions might have some bias and might not cover all
aspects of the issue.
Although the return rate of the questionnaire
survey was quite satisfactory, the respondents did not
evenly fall into each group. Therefore, in the data
analysis, some of them were not significant or
representative because the numbers in the cells were too
small.
Some secondary data were not available. For
instance, there was not any accurate data for the local
sales, total production value of jewellery, etc.. This might
impede the quality of the analysis since the calculation
needed to be made under certain assumptions.
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APPENDIX 1




















Source: Hong Kong Trade Statistics.
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Appendix 2
Number of Establishments Persons Employed
No. of Manufacturing No. of
Establishments in Persons
Year Hong Kong Employed
1978 616 7,583
1979 678 7,715









Sources: Report of Employment, Vacancies Payroll Statistics
Census and Statistics Department.
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APPENDIX 3





TOTAL 6,229,785 100.0 + 22
Metal watch bands 758,387 12.2 + 64
1,315,998 21. 1 - 14Imitation jewellery
Jade jewellery, pre-




cious metal, not gem-
- 289.2571,764set
Goldsmiths' or silver-
smiths' wares of sil-
- 310.13,841ver
Goldsmiths' or silver-






Source: Hong Kong Trade Statistics.
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APPENDIX 4A
Questionnaire for the Personnal Telephone Interview
1. What are the percentages for overseas and local market?
2. What are the percentages for tourist and local customer
segment?
3. What is used to measure the production value?
4. Classification of jewellery? In terms of jewellery type and
price range?
5. Which product group(s) have the greatest share now and the
greatest potential in future?
6. The profile of local customer segment? Working women or
housewives?
7. What sorts of benefits do local customers seek from the
jewellery?
8. Is 'wealth reservation' an iportant criterion?
9. How about the 'resell' issue? Do customers really resell
their jewelley after a certain time period?
10. Do they demand for post-purchase service?
11. What are their buying pattern and decision makin process?
12. Do customers care about the reputation and credibility of the
jewellery shop?
13. The awareneww of 'Gold Marking Order' and 'Platinum Marking
Order' among general public?
14. Do customers know that local made jewellery are of high
quality compared with foreign countries' products?
15. What are the local customers' perception for 'Precious stonejewellery' 'Semi-precious stone jewellery' and 'Chuk-kam'
jewellery?
16. What are the responce of local customers for various
promotional programs and. advertisement of your company?
17. Is unique style of jewellery shop important?
18. What are the major problems in the local market segment?
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19. What are the opportunities in this segment?






1. Have you bought or received any fine jewellery since 1.1.1988
till present date?
Ye: (please continue from Question 2a)
No (please skip Question 2 and answer Question 3)
2a. How many pieces of fine jewellery have you bought since 1988?
pieces
pcsb. How many pieces of them were for yourself?
pcsc. How many peices of them were for presents?
d. How many pieces of fine jewellery have you
received as presents from 1.1.1988 till now? pcs
e. Among the fine jewellery you have got since 1.1.1988,
what sorts of iewellerv were they?
Pure Gold Jewellery pcs
Precious Stone Jewellery pcs
Semi-precious Stone Jewellery pcs
Pearl or Jade pcs
r%- 1* V ^T.? pcs
Other (please specify)
f. Among the fine jewellery you have acquired since 1988, how



















e. other (please specify)
4. For what reasons do people buy fine jewellery?
(check all that apply)
a. Wealth Reservation
b. Match with Occasions
c. Match with Clothing
d. Want to be Envied and Praised
e. Follow the Fashions
f. A Way of Spending Money
g. A Hobby
h. Gift Givina
i. Other (please specify)
5. What are your opinions for using fine jewellery as presents?
(check all that apply)
a. Fine jewellery represents a sense of 'forever'
b. Fine jewellery can reflect the givers' special
concern
c. Fine jewellery is given only in special occasions
d. It is too expensive to use fine jewellery as
presents
e. You will be very happy if you receive fine
jewellery as present
f. You will think of fine jewellery when choosing
present
g. You will only think of fine jewellery when
choosing presents for close friends and relatives
h. It is unnecessary to use fine jewellery as present
i. Other (please specify)
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6. What are your reasons for not buying fine jewellery?
(can tick more than one of the following)
a. Got enough already
b. Too expensive
c. Not many chances to wear
d. Cannot find good pieces
e. Costume jewellery can do
f. Other (Please specify)
7. How many pieces of fine jewellery do you own?
a. Pure Gold Jewellery PCs
b. Precious Stone Jewellery PCs
c. Semi-Precious Stone Jewellery
_PCs




r. other (Please specs yj




3: Not So Important
4: Not Important









4321Designs of the Jewellery
432Presence of Certificate for the Jewellery 1
4321Quality of the Jewellery
4321Logo of the Jewellery
Other (Please specify)
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PART II CLASSIFICATION DATA
In general, how do you spend your disposable income?









Please circle whichever appropriate for the following question









Number of Children, if any:(b) Married
Number of Children, if any:(c) Divorced






















1971 1976 1981 1986
Census By-census Census By-census
Male 2,000,602 2,251,060 2,604,168 2,772,464
Female 1,936,028 2,151,930 2,382,392 2,623,533
Total 3,936,630 4,402,990 4,986,560 5,395,997
Source: Demographic Statistics Section
Census and Statistics Department.
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Appendix 6
Labor Force and Labor Force Participation Rate by Age by Sex
-Female-
1977* 1981* 1986Age group
Number late Number Rate Number Rate
f 01%(1 000) (1 000) ('000)(%)
15-19 114.7 44.6 115.0 42.7 66.3 31.7
76.520-24 166.1 219.6 80.0 229.6 84.3
140.225-29 93.5 54.7 61.3 202.5 71.5
44.2 41. 0 91.0 49.2 130.3 55.430-34
42.8 54.8 52.3 101.8 52.837.935-39





17 Q 11.0 25.0 10.027.6 13.765 over
Total (15
986.6 48.949.0887.343.9665.9a U V=. L)
Notes: Figures are average of the quarterly General Household
Surveys of the year.
*Average of March and September Labor Force Surveys of the
year.
**Average of August-October 1981 General Household Survey
and 1981 Census.




Domestic Households by Household Size
Household size 1971 1976 1981 1986
Census By-census Census By-census(persons)
1 126,247 147,440 189,087 214, 921
110,4972 140,720 191,841 237,177
3 103,994 134,660 191,995 251,507
109,342 146,590 213,908 299,0504














Domestic Households by Monthly Household Income
Monthly House
-hold Income 1971 1976 1981 1986
Census By-census Census By-census(HK$
Under 600 337,081 97,820 67,465 27,896
265,996 50,952600- 900 178,940 25,030
















Note: Figures for 1976 By-census exclude 46,810 households whose
wage-earners were not in the household ata the census
reference night, and whose other members had no 'other cash
income'.









Source: Result of the Questionnaire Survey.
Annendix 10


















Source: Result of the Questionnaire survey.
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Appendix 11
Total Quantity of Various Types of Jewellery Acquired by Customer
Type of Jewellery PercentQuantity
Pure Gold Jewellery 280 50.6
Precious Stone Jewellery 150 27.1
Semi-Precious Stone Jewellery 53 0.095
Pearl of Jade 56 0.1
14 0.025Other
100.0553Total
Source: Result of the Questionnaire Survey.
Appendix 12






Source: Result or the questionnaire au.vey.
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Appendix 13
The Reason for NOT Buying Fine Jewellery-- TOO EXPENSIVE
Frequency Percent
Not Agree 77 36.5
134Agree 63.5
211 100.0Total
Source: Result of the Questionnaire Survey.
Appendix 14










Source: Result of the Questionnaire burvey.
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Appendix 15
Importance Levels of Criteria for Choosing Fine Jewellerv




Reputation of Jewellery Shop 2.24
Possibility of Reselling 2.77
2.87Friends' Recommendation
3.37Advertisement
1.75Designs of the Jewellery
Presence of Certificate of
2.43the Jewellery
1.56Quality of the Jewellery
3.00Logo of the Jewellery Shop
Notes: 1: Very Important
4: Not Important




Q.l: Have you bought or received any fine jewellery since
1.1.1988 till present date? (Yes or No)
Q.6: What are your reasons for not buying fine jewellery?
c: Not many chances to wear (Yes or No)
Q. 6c (Yes) Q. 6c (No)
% of % of
Row TotaFrequency Frequency Row Total
32 2377109Q. 1 (Yes)
33 475337Q. 1 (No)
Significance Differences: 0.0003
Source: Result of the Questionnaire Survey.
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Appendix 17
Crosstabulation of 0.1 by 0.6c
(Only respondents with annual income more than HK$180,000)
Q.1: Have you bought or received any fine jewellery since
1.1.1988 till present date? (Yes or No)
Q.6: What are your reasons for not buying fine jewellery?
c: Not many chances to wear (Yes or No)






Source: Result of the Questionnaire Survey.
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Appendix 18
Crosstabulation of 0.1 by Q.6c
(Only respondents with annual household income more than
HK$300,000)
Q.1: Have you bought or received any fine -jewellery since
1.1.1988 till present date? (Yes or No)
Q.6: What are your reasons for not buying fine jewellery?
c: Not many chances to wear (Yes or No)
Q. 6c (Yes) Q. 6c (No)
% of% of
Row TotalFrequencyRow TotalFrequency
A 168442Q. 1 (Yes)
578436Q. 1 (No)
Significance Differences: 0.0017
Source: Result of the Questionnaire Survey.
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Appendix 19
Crosstabulation of 0.1 by Q.8e
Q.1: Have you bought or received any fine jewellery since
1.1.1988 till present date? (Yes or No)
Q.8: Level of Importance of the Creteria for Choosing Fine
Jewellery.
c: Possibility of Reselling
Q. 8e Q. 8e
Importance Level (1) Importance Level (2)
% of % of
Frequency Row Total Frectuencv Row Total
20271419Q. 1 (Yes)
20 302718Q. 1 (No)
Q. 8eQ. 8e





Notes: Importance Level (1): Very Important
Importance Level (4): Not Important
Siqnificance Differences: 0.0093
Source: Result of the Questionnaire Survey.
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Appendix 20
Crosstabulation of CONSUME by Q.8f
CONSUME 1: Those who have bought more than 4 pieces of fine
jewellery from 1.1.1988 till present date.
(The greatest 15% of customers in volume consumption)
CONSUME 2: Those who have bought less than 5 pieces of fine
jewellery from 1.1.1988 till present date.















Notes: Importance Level (1): Very Important
Importance Level (4): Not Important
Significance Differences: 0.0451
Source: Result of the Questionnaire Survey
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Appendix 21
Crosstabulation of Q.1 by Q.8q
(Only respondents with annual household income more than
HK$300,000)
Q.l Have you bought or received any fine -jewellery since
1.1.1988 till present date? (Yes or No)
Q.8: Level of Importance of the Creteria for Choosing Fine
Jewellery.
g: Advertisement
Q. 8g Q. 8g
Importance Level (1) Importance Level (2)
% of % of









Notes: Importance Level (1): Very Important
Importance Level (4): Not Important
Significance Differences: 0.0104
Source: Result of the Questionnaire Survey
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Appendix 22
Crosstabulation of 4.1 by 0.8i
Q.l: Have you bought or received any fine jewellery since
1.1.1988 till present date? (Yes or No)
Q.8: Level of Importance of the Creteria for Choosing Fine
Jewellery.
i Presence of Certificate for the Jewellery.
Q. 8i Q. 8i
Importance LevelImportance Level (1)
% of % of
Frequency Row Total requency Row Total
42 311520Q. 1 (Yes)
32223725Q. 1 (No)
Q. 8iQ. 8i





Totes: Importance Level (1): Very Important
Importance Level (4): Not Important
signifieance Differences : 0.0012
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Journal
Hong Kong supplies most platinum jewellery to Japan
Jewellery News Asia--- March 1989.
Diamonds dominate in shape and setting National Jewellery
--1.5.1988.
Hong Kong Factories subcontract in China" Jewellery New
Asia--- April 1988.
Hong Kong requires platinum marking" Jewellery News Asia--
May, 1988.
Hong Kong's position in the European Market"
Trend in Hong Kong Jewellery Jewellery Review Vol. 1
1988.
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"Hong Kong designers with an eye for- jewellery Asia
Business--- August, 1987.
How to tackle the problem of labour shortage Hong Kon
Jewellery Vol. 2, 1987.
Newspaper
Tse Sui Luen looks set to go on sparkling South China Mornin
Post--- 16.4.1989.
Platinum to be governed by new marking standards South Chin
Morning Post--- 31.3.1989.
Platinum performs brightly South China Morning Post--
18.3.1989.
Hong Kong jewellers score record $140 million orders a
exhibition South China Morning Post--- 24.3.1989.
China buyers bypassing De Beers' selling cartel South Chin
Morning Post--- 20.3.1989.
Shops to display gold quality mark South China Morning Post
-- 22.2.1989
Jewellery sector tipped to see reduced growth rate this year
South China Morning post--- 2.2.1989.
Hong Kong faces gem of a challenge H.K. Standard--
15.12.1988.
King Fook plans diamond project in Shenzhen South Chin
Morning Post--- 28.9.1988.
Hong Kong sparkles as Asia's diamond centre H.K. Standard--
18.6.1988.
Chow Sang Sang plans expansion" South China Morning Post--
4.4.1988.
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"Hong Kong fashion breaks out of traditional mould South Chin
Morning Post--- 16.8.1987.
Factory in Kwun Tong turns 'junk' into solid gold South Chin
Morning Post--- 16.8.1987.
Chinese Newspape]
港 珠 寶 製 造 工 業 ， 與 歐 洲 不 相 伯 仲 華 僑
日 報 9.9.88
港 半 寶 石 雕 刻 深 入 美 日 市 場 ， 卻 未 能 吸 引 香 港
顧 客 青 睞 信 報 6. 6.88
珠 寶 玉 器 首 飾 業 發 展 迅 速 ， 設 計 人 材 缺 乏 ， 待
政 府 支 援 徑 濟 日 報 26.4.88
提 高 港 製 珠 寶 質 素 ， 港 府 應 訂 鑑 定 標 準
文 匯 26.3.88
需 求 漸 增 ， 價 格 趨 ． 高 ， 鑽 石 市 場 一 片 好 景
華 僑 日 報 25.3.88
本 地 消 費 及 保 值 需 求 支 持 ， 大 卡 鑽 石 躍 增
華 僑 日 報 18. 1 1.88
珠 寶 商 為 吸 納 本 地 顧 客 ， 一 反 傳 統 改 變 經 營 策
略 經 濟 日 報
19.10.88
優 質 標 誌 計 劃 三 月 生 效 ， 確 保 足 金 首 飾 成 色 符
合 標 準
經 濟 日 報 22.2.89
一 白 金 標 記 法 四 月 一 日 生 效 ， 加 強 消 費 者 信 ,
業 界 歡 迎
經 濟 日 報 20.2.89
八 八 年 珠 寶 首 飾 市 道 暢 旺 ， 金 飾 銷 售 尤 其 理 想 ，
增 幅 超 逾 一 倍 信 報
10.1. 89
日 本 需 求 珠 寶 首 飾 大 公 報 28.3.89
對 手 競 爭 加 上 勞 工 短 缺 ， 珠 寶 首 飾 製 造 業 不 無
隱 憂 信 報 28.3.89
專 顯 如 道 ： 佚 害 ∣ 華 僑 日 報 20.3.89
港 製 珠 寶 漸 受 日 消 費 者 接 受 ， 開 拓 需 獨 特 設 計
兼 長 遠 策 略 經 濟 日 報 20.3.89


